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do not think anybody could grumble at, as there is an excise duty on tobacco in every country in the world, I think, except India. I quite agree with the Bombay suggestion that that ought to bring in a large sum of money.
Sir Hari Singh Gour : Not more than a crore and a half.
Sir Arthur Froom : Sir Hari Singh Gour may like to point out that it will not be so. Personally I think it would be a considerable sum of money. Then another, and very much debated source of revenue is death duties. Most countries have death duties • they are very much objected to, but unfortunately most countries have them, and whether India will have to come into line and suffer with other countries in the matter of death duties remains to be seen But what I am trying to point out is that two of your heads, the company tax and any very large increased revenue from customs, are both rather problematical. Then turning to your statement here, it seems to me that the Government of Bombay have rather anticipated that they will not get their six crores back immediately from these taxes, I should like to congratulate, if I may, the Government of Bombay for giving this table, because it shows that the Government of Bombay must be reimbursed. You have got to carry on the Central Government, and it must be reimbursed ; so I say I should like to congratulate the Government of Bombay on setting forth this Table No. 5*, and it seems to me that for some years at any rate it will have to go into operation. Is that your view ?—Yes. It was never anticipated that we should get an immediate return from these taxes.
Sir Arthur Froom: There is only one other subject. I do not know whether the Chairman will allow me to put it; it is not in this book directly. That is the question of loans. Would loans come in this part of the inquiry, Sir ?
The Chairman : I think as far as the question is whether the present constitutional position of the province in regard to loans is satisfactory, it certainly comes in. I mean, there is the one aspect, which is the extent to which the Government of India might endeavour to exercise control, and there is secondly the question of the wish of the province to have more freedom vis-a-vis the Secretary of State or the London market. Yes. I think both those matters are in order.
 42.	Sir Arthur Froom :  This smaller blue book has
been written on the financial side, with the idea of
some provincial autonomy, has it not ?—Yes.
 43.	And therefore loans, as our Chairman says, do
"come into the picture.    I am not an authority on
loans, but do you visualise that the Government of
Bombay in the future, supposing it has provincial
autonomy, should raise its own loans, or should it
go to the Government of India and say, " We want so
" many crores of capital money : will you please lump
*' it in together with your loan programme, which will
" come forward this year ? "    That, of course, is the
present arrangement, is it not ?—Yes, more or less.
May I put this to you, before you answer the question. Would you consider whether locally raised loans guaranteed, say, by the Bombay Presidency, would require a higher rate of interest than a loan guaranteed by the Government of India; and equally whether there would be a certain amount of competition to get into the market as between Bombay, Madras and the Punjab ? Have you considered that point ?
44.	The Chairman:   What does the witness say
about that ?—We  have,   of course,  often thought
about this question incidentally.    My own view is in
favour of some central authority for raising loans,
partly for the reason you have already given, that
we should be competing with one another, probably,
in the market at the same time, but also because I
feel that the federation of Indian States should club
together for this purpose, that smaller States like
Bihar and Orissa, whose credit might not be so good
as oura, have every right to claim a share in our
* Vol. VII., cb. x,, p. 43.
 credit. Some central co-ordinating authority for the raising of loans throughout the whole of India while not raising the price much, if at all, to Bombay and Bengal and the richer provinces, would give the smaller provinces a share in the credit of India, and therefore while not so much in favour of the Govern-.ment of India running it, I think there should be at any rate some central co-ordinating authority which could give every province its loans at a simple rate which would probably be the, same rate at which the Government of India can raise their own loans.
 45.	Lord Burnham :   You will have observed that
the Commonwealth of Australia has just moved in
that direction ?—Yes,   I  did see  something of  the
same sort had been done there.
 46.	Sir Arthur Froom :   So that on this occasion,
Bombay   putting   forward   those   ideas,   might   be
regarded   as   entirely   unselfish,   really,   as   offering
assistance for lesser" provinces whose  credit would
not be so good ?    That would be so ?—I should not
like to take credit for that;   but the system does
relieve provinces themselves of a great deal of worry
and nuisance in raising these loans.
The Chairman : Would you develop this a little more ? It is a thing I need help about. As things are at present, when a province wants to raise money it cannot raise it, can it, in the open market without the assent and through the instrumentality of the Government of India ?
A Member : The Government raise the loan, and then charge an extra £ per cent.
The Chairman : That is another meaning of the word " commission." What I wanted to know was, does the Government of India retain the right to say to a province, " I have your application, but I am " afraid I cannot manage it for you " ?
 47.	Sir Arthur Froom :   I think Mr. Wiles could
answer that better than I.—There is an Act called
Local Authorities Loans Act, which lays down the
powers of local Governments in relation to borrow
ing.
 48.	The Chairman :   Yes.    That reminds me that
there is a note on this matter in the Montagu-Chelms-
ford Report, at para. 211, page 173.    They say : " We
are prepared to go further.    If the Government of
India finds itself unable to raise the money in any
one year which a province requires, or if there is
good reason to believe that a provincial project
may attract money which would not be elicited by
a Government of India loan, we would allow the
Provincial Government to have a recourse to the
Indian market.    But in that case we think that
they should secure the approval of the Government
of India to the method of borrowing, including the
rate of interest, so as not to affect investments in
' the post office," and so on.    Was that suggestion,
in effect, embodied in the Statute ?—In these Local
Government (Borrowing) Rules.
I mean the proposal which Sir Arthur mentioned, and which you approved, according to which, as I understand, "you might have some co-ordinating body acting for the various provinces if you wanted to raise money ?
Sir Arthur Froom : Yes, that was it. The Chairman :• What I wanted to follow was, would such a body act without the lead of the Government of India, and it may be in competition with it, or is the idea that this co-ordinating body would still, though acting for the provinces; act hand in hand with the Government of India ?
49.	Sir Arthur Froom ;   It would work with the
Finance Department of the Government of India, I
gather.-   That is so at present ?—It is so at present,
but it does not follow : the Government of India can
delegate its authority to a separate body.
60., It can do so ?—That is what I would suggest, rather.
The Chairman : Yes, there is a lot about it—I remember it now—in the Local Government (Borrowing) Rules. I see the point now.
Sir Hari  Singh Gour:   You  have said that on.
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